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Rio Rico Utilities Inc. 
Rate Application 

Docket No. WS-02676A-12-0196 
Test Year Ended February 29,2012 

Responses to List of Deficiencies 

Water Division 

1. Schedule H-5, page 19,6 Inch Bulk customer, the last 3 lines are unreadable. Please 
resubmit, this schedule. 

RESPONSE: Please see the revised H-5 Schedule, page 19. 

2. The bill counts do not produce the proposed metered revenues for the 3/4 inch metered 
residential customers. Please reconcile. 

RESPONSE: Please see the attached revised Schedule H-3, page 1, reflecting the first 
tier break-over point of 4,500 gallons appearing on H-4 schedule, page 3. There are no 
other conforming changes. 

3. The bill counts do not produce the proposed metered revenues for 3 inch commercial 
customers. 

RESPONSE: Please see the attached revised Schedule H-4, page 12 to reflect the 
proposed break-over point for the 3 inch meter appearing on Schedule H-3, page 2. See 
also attached revised Schedule H- 1 schedule, revised Schedule H-2, and revised 
Schedule A- 1 for conforming changes. 

4. The bill counts do not produce the proposed metered revenues for Fire line customers 
up to 8 inches. 

RESPONSE: Please see the attached revised H-4 Schedule, page 20, reflecting 1 % of 
proposed monthly minimum for 6 inch meter. See also attached revised Schedule H-1 
schedule, revised Schedule H-2, and revised Schedule A- 1 for conforming changes. 

5. No present rates for the low income users on H-3 schedule. Even though they have 
present rates on H-4 schedules. 

RESPONSE: As noted on the H-3 schedule, page 1, the low income tariff provides for 
a 15% discount on qualified residential customer bills. The Company’s filed tariff 
reflects this language in its low income tariff and no separate specific low income rates 
are shown in the tariff. This is consistent with the approved rates and low income tariff 
approved in Decision 72059. The rates (monthly minimum and commodity rates) 
reflecting the 15% discount used for the computation of the low income customer 
classes for present and proposed revenues are shown on the respective H-4 schedule. 
See H-4 Schedule, page 2 (5/8x3/4 inch residential low income) and page 5 (1  inch 
residential low income). The Company does not believe any action on this item is 
necessary. 



Rio Rico Utilities Inc. 
Rate Application 

Docket No. WS-02676A-12-0196 
Test Year Ended February 29,2012 

Responses to List of Deficiencies 
6. There is no 6 inch bulk rate that was approved in the last decision or in the Company’s 

tariff. Please explain? 

RESPONSE: It is correct that there was no 6 inch bulk rate approved. However, like all 
other bill count information provided in the bill counts, in addition to the meter size, the 
Company classifies its billing information by Residential, Commercial, Multi-Family, 
Industrial, Bulk, etc. In other words, the 6 Inch Bulk classification is simply how the 
Company categorizes these customers. The rate for the 6 inch bulk customer class 
present rate revenues are based upon the Commission approved 6 inch monthly 
minimum, commodity rates and break-over points as shown on the H-3 schedule. This 
is similar to the 5/8x3/4 inch residential and 5/8x3/4 inch commercial class present 
revenues which are based upon the Commission approved 5/8x3/4 inch monthly 
minimums, commodity rates and break-over points even though the Commission did 
not specifically approve a 5/8x3/4 inch residential rate nor a 5/8x3/4 inch commercial 
rate. The Company believes no further action is necessary. 

7. Schedule C-3, page 2, Column E and F, lines 47 through 51, no amount for Company 
proposed taxes. 

RESPONSE: Please see the attached revised Schedule C-3, page 2. 

8. Test year total operating expenses on Schedule F- 1 do not equal test year total operating 
expenses on Schedule C- 1. 

RESPONSE: Please see the attached revised Schedule F- 1. 

9. Schedule B-2, page 5.1, please change the heading from Pima Utility Company to Rio 
Rico Utilities, Inc. 

RESPONSE: Please see the attached revised Schedule B-2, page 5.1. 

10. Schedule B-2, page 6.1, please change the heading from Pima Utility Company to Rio 
Rico Utilities, Inc. 

RESPONSE: Please see the attached revised Schedule B-2, page 6.1. 

11. Schedule B-2, page 7.1, line 6, refers to page 7.2, but there is no page 7.2, in the 
application. Please correct. 

RESPONSE: Please see the attached revised Schedule B-2, page 7.1. Page 7.1, line 6 
now refers to the work papers. See also the attached revised Schedule B-2, page 7.1 for 
the wastewater division. 



Rio Rico Utilities Inc. 
Rate Application 

Docket No. WS-02676A-12-0196 
Test Year Ended February 29,2012 

Responses to List of Deficiencies 

12. Similarly on Schedule B-2, page 7.1, lines 7 and 8 refer to Schedule B-2, page 3.4, 
however the amounts cited are not there. Please correct. 

RESPONSE: Please see the attached revised Schedule B-2, page 7.1. Page 7.1 lines 7 
and 8 now refer to B-2, page 3.5 for the water division and B-2, page 3.5 for the 
wastewater division. See also the attached revised Schedule B-2, page 7.1 for the 
wastewater division. 

Wastewater Division 

1. Schedule B-2, pro-forma adjustment 5 ,  no heading. 

RESPONSE: Please see attached revised Schedule B-2, page 2. 

2. Test year total operating expenses on Schedule F-1 do not equal test year total operating 
expenses on Schedule C- 1. 

RESPONSE: Please see the attached revised Schedule F-1 . 

3. The bill counts do not produce the current or proposed metered revenues for the 6 inch 
commercial customers. 

RESPONSE: Please see the attached revised Schedule H-5, page 14. The filed H-5 
Schedule did not show the prorated bill for July due to the decimal setting within the 
work book. The current and proposed metered revenues are produced by the bill count. 

4. No present rates for the low income users on H-3 schedule. Even though they have 
present rates on H-4 schedules. 

RESPONSE: As noted on the H-3 schedule, page 1, the low income tariff provides for 
a 15% discount on qualified residential customer bills. The Company’s filed tariff 
reflects this language in its low income tariff and no separate specific low income rates 
are shown in the tariff. This is consistent with the approved rates and low income tariff 
approved in Decision 72059. The rates (monthly minimum and commodity rates) 
reflecting the 15% discount used for the computation of the low income customer 
classes for present and proposed revenues are shown on the respective H-4 schedule. 
See H-4 Schedule, page 2 (5/8x3/4 inch residential low income) and page 5 (1 inch 



Rio Rico Utilities Inc. 
Rate Application 

Docket No. WS-02676A-12-0196 
Test Year Ended February 29,2012 

Responses to List of Deficiencies 
residential low income). The Company does not believe any action on this item is 
necessary. 

5.  Schedule H-1, page 2, additional bills for the 5/8 x 3/4 inch residential (Low Income) 
customer is incorrect. Please correct. 

RESPONSE: Please see the attached revised Schedule H-1, page 2. 

6. Schedule H-1, page 2, additional bills for the 1 inch residential (Low Income) customer 
is incorrect. Please correct. 

RESPONSE: Please see the attached revised Schedule H-1, page 2. 
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Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 

- 

Rio Rico Utilities, Inc. -Water Division 
Test Year Ended February 29,201 2 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Adjusted Test Year Revenues 
Increase in Gross Revenue Revenue Requirement 
Proposed Revenue Requirement 
% increase 

Customer 
Classification 
518x314 Inch 
518x314 Inch 
314 Inch 
1 Inch 
1 inch 
1 112 Inch 
2 Inch 
518x314 Inch 
1 Inch 
1 112 Inch 
2 inch 
3 inch 
4 Inch 
6 Inch 
518x314 Inch 
2 Inch 
518x314 Inch 
1 112 Inch 
6 Inch 

Residential 
Residential (Low income) 
Residential 
Residential 
Residential (Low Income) 
Residential 
Residential 
Commercial 
Commercial 
Commercial 
Commercial 
Commercial 
Commercial 
Commercial 
industrial 
industrial 
Multi-family 
Multi-family 
Bulk 
Fire Lines up to 8 Inch 

Revenue Annualization 
Subtotal 

Other Water Revenues 
Reconciling Amount 
Rounding 
Total of Water Revenues 

SUPPORTING SCHEDULES: 
B-1 
c-I 
c-3 
H-I 

Exhibit 
Schedule A-I 
Page 1 
Witness: Bourassa 

$ 

$ 

Present Proposed 
Rates 

$ 2,239,712 $ 
29,750 
4,032 

25,847 
359 

5,642 
5,482 

36,891 
45,719 
16,434 

110,064 
113,938 
83,492 
25,623 
4,727 

47,436 
3,072 
1,071 

29,625 
1,263 

Rates 
2,751,594 $ 

36,859 
5,393 

32,445 
483 

6,732 
7,452 

43,647 
54,708 
19,920 

136,725 
127,759 
90,832 
27,817 
6,105 

51,181 
3,701 
1,459 

30,292 
1,980 

7,629,607 

375,933 

4.93% 

740,072 

9.70% 

364,139 

1.6589 

604,079 

2,854,838 
604,079 

3,458,917 
21.16% 

Dollar 
increase 

51 1,882 
7,109 
1,361 
6,598 

124 
1,090 
1,970 
6,755 
8,990 
3,485 

26,661 
13,820 
7,340 
2,194 
1,378 
3,745 

629 
389 
667 
71 8 

Percent 
Increase 

22.85% 
23.89% 
33.77% 
25.53% 
34.67% 
19.32% 
35.93% 
18.31% 
19.66% 
21.21 % 
24.22% 
12.13% 
8.79% 
8.56% 

29.14% 
7.89% 

20.47% 
36.29% 
2.25% 

56.83% 
0.00% 

(18,231) (1 9,022) (791) 4.34% 
$ 2,811,949 $ 3,418,063 $ 606,113 21.55% 

42,889 42,889 0.00% 
(2,035) (2,035) 0.00% 

1 1 0.00% 
$ 2,854,838 $ 3,458,918 $ 604,079 21.16% 
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DOCKET NO, WS-02676A-12.0196 

Sewer 
$ 4.600.012 

1.1400% 

Rio R i m  Uti l i ier ,  Inc. -Water Division 
Test Year Ended February 29,2012 

water 
$ 7,629607 

11400% 

Exhibit 
Schedule C-3 

w,mess Bourassa 
Page 2 

GROSS REVENUE CONVERSION FACTOR 

Calculahon of Gross Revenue Conversmn Factor 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 ~ LZ) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and Stale Income Tax and Property Tax Rate (Line 23) 

Revenue Conversion Factor (Ll I L5) 

Calculabon of Uocollechble Faclor 

Combined Federal and Stale Tax Rate (L17) 
One Minus Combined Income Tax Rate (L7 - LE) 

Uncollechble Factor (L9 * LlO ) 

Calculahon of Effective Tax Rate 
12 Operabng Income Before Taxes (Arizona Taxable Income) 
13 Arizona Slate Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (L55 Col F) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +LIS) 

Calculabon of Effectrve Prooerfv Tax Factor 
18 Unity 
19 Combined Federal and Slate Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rale (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (LZO'L21) 
23 Combined Federal and Slate Income Tax and Property Tax Rate (L17+U2) 

7 umty 
8 
9 
10 Uncollecbble Rate 
11 

24 Required Operahng Income 
25 AdIustedTesl Year Operabng Income (Loss) 
26 Required Increase in Operahng Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col (F), L52) 
28 Income Taxes on Test Year Revenue (Col (C), L52) 
29 Required increase !n Revenue lo Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollecbble Rate (Line 10) 
32 Uncollectible Expense on Recommended Revenue ( U 4  * LZ5) 
33 Adjusted Test Year Uncollecbble Expense 
34 Required Increase in Revenue lo Provide for Uncailectible Exp 

35 Property Tax wth Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase m Property Tax Due lo Increase in Revenue (L35-L36) 

38 Total Required Increase in Revenue (L26 + L29 + L37) 

39 
40 
41 
42 
43 
44 
45 
46 
47 

Calculabon of Income Tax 
Revenue 
Opetabng Expenses Excluding Income Taxes 
Synchronized Interest (L47) 
Arizona Taxable Income (L39 ~ L40 - L41) 
Arizona Stale Effecbve Income Tax Rate (see work papers) 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42- L44) 

Federal Tax on Firs1 Incame Bracket ($1 - 150.0001 (3 15% . -  
48 Fedma? Tax on Second Income Bracket 1550 001 . 575 OOOJ @ 25% 
49 Federal Tax on Thoro Income Brarkel(575 001 . 5100 0001 0 34% 
50 Federal Tax on Fobm IncomTIp Brackrl(S100 001 - 5335.0001 @ 39% 
51 Federal Tax on Fifm Income Biacret 15335 001 -510.000 000) 0 34% 
52 
53 Told Federa Income T m  
54 Combined Feaeral and Slate income Tar (L35 * L4Zr 

100.0000% 
38.5989% 
61.4011% 
0.0000% 

0 0000% 

too 0000% 
38 5989% 
61 4011% 

16257% 
11210% 

39 7199% 

$ 740,072 
$ 375,933 

$ 364,139 

$ 410.558 
I 181,647 

$ 228,911 

$ 3,458.917 
0 0000% 

$ 

5 166,833 
5 155,805 

$ 11.029 

$ 604,079 

15.oaa s 7,500 $ 7.500 
12,500 $ 6.250 $ 6.250 
17,000 $ 8.500 $ 8.500 

145.122 $ 53,472 $ 91,650 
34,956 $ - $ 34,956 

224,578 I $ 75.722 $ 148,856 
I 4 

s 
5 275,1291 $ 93,461 $ 181,647 

55 COMBINED Applicable Federal Income Tax Rate [Col. [D]. L53 ~ Col [A], L53 I [cot [D], L45 - Col [AI, L451 
56 WASTEWATER Applicable Federal Income Tax Rate [Col [E], L53 - Coi. [B]. L53I I [Cal [E]. L45 - Col. [E]. L45] 
57 WATERApPbcable Federai Income Tax Rate [Col [F], L53 - Col [Cl, L531 I [Col. IF], L45 - Col. [Cl. U S ]  

Calculahon of Interest Svnchronizatm 
58 RateBase 
59 Weighted Average Cost of Deb1 
60 Synchronized Interest (L59 X L60) 

Total 
sewer 

139,418 52,440 

$ 7,500 I 
s 6 250 
$ 8.500 
5 91,650 
5 425.389 

water 

2,308.287 
86.978 

6 9680% 

$ 539,289 I $ 202.847 I $ 336,443 
$ 658.090 I $ 247.532 $ 410,558 

34 5371% 
35 3615% 

34 oooa% 



DOCKET NO. WS-02676A-12-0196 

Rio Rico Utilities, Inc. -Water Division 
Test Year Ended February 29, 2012 

Projected Income Statements - Present & Proposed Rates 

Exhibit 
Schedule F-I 
Page 1 
Witness: Bourassa 
Revised 

At Present At Proposed 
Rates Rates 

Test Year Year Year 
Actual Ended Ended 
Results 21281201 3 21281201 3 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Fuel For Power Production 
C hemicals 
Materials and Supplies 
Management Services - US Liberty Water 
Management Services - Corporate 
Management Services - Other 
Outside Services - Accounting 
Outside Services - Engineering 
Outside Services- Other 
Outside Services- Legal 
Water Testing 
Rents - Building 
Rents - Equipment 
Transportation Expenses 
Insurance - General Liability 
Insurance - Vehicle 
Reg. Comm. Exp. - Other 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation and Amortization Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
Gain/Loss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
c-I 

$ 2,819,872 $ 2,811,949 $ 3,416,028 

42,889 42,889 42,889 
$ 2,862,761 $ 2,854,838 $ 3,458,917 

$ 394,012 

371,378 

3,884 
27,517 

270,221 
412,723 

15,903 
167 

14,205 
4,690 

10,590 
18,295 
3,208 

89,305 
34,100 
7,733 

119,952 
85,057 

2,962,015 

176.832 

$ 426,012 

371,378 

3,884 
27,517 

257,367 
133,975 
15,903 

167 

14,205 
4,690 

28,231 

3,208 
89,305 
34,100 
7,733 

87,500 
85,057 

551,222 

155.805 

$ 426,012 

371,378 

3,884 
27,517 

257,367 
133,975 
15,903 

167 

14,205 
4,690 

28,231 

3,208 
89,305 
34,100 
7,733 

87,500 
85,057 

551,222 

166,833 
181 647 410.558 

$ 5,021,787 $ 2,4;8:906 $ 2,718:845 
$ (2,159,026) $ 375,933 $ 740,072 

47,358 (0) (0) 

(9,347) (86,978) (86,978) 

$ 38,011 $ (86,978) $ (86,978) 
$ (2,121,015) $ 288,955 $ 653,094 
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DOCKET NO. WS-02676A-12-0196 

Rio Rico Utilities, Inc. -Wastewater Division 
Test Year Ended February 29, 2012 

Projected Income Statements - Present & Proposed Rates 

Exhibit 
Schedule F-I  
Page 1 
Witness: Bourassa 
REVISED 

At Present At Proposed 
Rates Rates 

Test Year Year Year 
Actual Ended Ended 
Results 2/28/2013 2/28/2013 

Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

No. 
Revenues 

Metered Water Revenues 
U n m ete red Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Purchased Wastewater Treatment 
Sludge Removal Expense 
Purchased Power 
Fuel for Power Production 
Chemicals 
Materials and Supplies 
Management Services - US Liberty Water 
Management Services - Corporate 
Management Services - Other 
Contracted Services - Engineering 
Contractual Services- Testing 
Contractual Services - Other 
Contractual Services - Legal 
Equipment Rental 
Rents - Building 
Transportation Expenses 
Insurance - General Liability 
Insurance - Vehicle 
Regulatory Commission Expense 
Reg.Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
c-I 

$ 1,323,901 $ 1,360,583 $ 1,754,195 

$ 1,323,901 $ 1,360,583 $ 1,754,195 

$ 120,880 $ 131,547 $ 131,547 

61,290 

4,907 
4,473 

87,067 
191,738 
172,270 

330 
638 
585 
400 

5,758 
18,066 
11,302 
2,516 

(35,308) 
16,111 
23,194 

1,256,386 

58,887 

61,290 

4,907 
4,473 

83,038 
59,292 

172,270 

330 
638 
585 
400 

18,066 
11,302 
2,516 

29,167 
16,111 
23,194 

359,629 

74,520 
93,481 

61,290 

4,907 
4,473 

83,038 
59,292 

172,270 

330 
638 
585 
400 

18,066 
1 1,302 
2,516 

29,167 
16,111 
23,194 

359,629 

81,707 
247,532 

$ 2,001,490 $ 1,146,757 $ 1,307,994 
$ (677,589) $ 213,826 $ 446,201 

24,886 

(52,440) (52,440) 

$ 24,886 $ (52,440) $ (52,440) 
$ (652,703) $ 161,386 $ 393,761 
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